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Viewpoints Assessment Standards 


INTEREST corporations high standards property assessment 
was emphasized several papers presented the Tax Institute symposium 
Stake Tax Administration—Federal, State, Local,” held 
Chicago, September 29-30, 1960. 

The following brief excerpts from these papers indicate some the major 
ways which assessment standards—or lack them—affect different categories 
corporate enterprise. Comments state and local property tax adminis- 
trators and municipal finance consultant add further interest the dis- 
cussion. 

The complete addresses and the subsequent discussion appear the sym- 
posium volume Stake Tax Administration. 


STANDARDS PROPERTY ASSESSMENT—EXPERIENCE CORPORATIONS 
STAPCHINSKAS 


Manager, State and Local Tax Department, 
Office Tax Affairs, Ford Motor Company 


Since difficult problems are indigenous all property taxes, their identi- 
fication with large corporate enterprise largely matter degree rather 
than kind. Certain such areas degree are, however, almost unique 
large corporations. 

Consider modern industrial complex, vast area concentrated manu- 
facturing activity covering hundreds acres. Located within its confines are 
significant manufacturing activities engaged perhaps the production the 
thousand-and-one products entering into end product. There may some 
buildings constructed over forty years ago, others built yesterday, and others 
under construction today. Some may excellent repair; others are poorly 
maintained. Some are well fitted for modern manufacturing techniques; others 
are obsolete and uneconomic. 

The statutes and constitution may tell the assessor that assess this 
property cash value, meaning, Michigan, the usual selling price 
arm’s-length private 

But how often huge special-purpose industrial plant sold; who there 
buy it? How would you about determining its “usual selling price”? 

Little wonder, then, that assessors turn frustration and dismay from such 
narrowly prescribed legal standards some other method arriving 
value, though just what the nature that value may something else 
again. 

Undoubtedly, the most commonly used valuation method practice, both 
for industrial construction and for machinery, equipment, and furniture, 
that reproduction cost net allowances for depreciation and—perhaps— 
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functional obsolescence. Implementation this procedure requires the 
cation one more several available cost indexes original cost in- 
crease (or, theory, decrease) the cost current market value, followed 
reduction give effect depreciation and occasionally for obsolescence. 

This method does permit the assessor arrive value; and, some 
extent, value which can be—and too often is—arrived precise me- 
chanical computations. Since extensively employed, brief look 
some its more obvious defects justified. 

For one thing, does not avoid the necessity for determining allowance 
for functional obsolescence. 

Another pronounced deficiency this method its use relationship 
the “going-concern” value the industrial 

Again, how inherently dependable are the indexes used determine cur- 
rent reproduction value. 

“Equalization,” all its complex ramifications, also presents problem 
general application which acute with respect industry. 

What happens after uniform standard has been applied and the 
level assessments one taxing unit found higher lower aver- 
age than other units. How, that is, equalization actually put into effect? 

One common method often termed “bulk” equalization. This character- 
ized the requirement flat percentage increase against all individual 
assessments the substandard unit. This adds insult injury, for further 
penalizes those already assessed higher than others the local assessor, and, 
conversely, increases the advantage the locally favored taxpayers. 

Even where blanket increases are not made, usually within the asses- 
province decide which specific assessments require upward 
ment. Such increase may exceed the impact horizontal bulk equaliza- 
tion, since being applied its entirety limited number properties. 
This is, course, fine long those getting the increase are the ones which 
were too low the beginning. But since assessors, too, are imperfect beings, 
often happens that taxpayer whose assessment already above its 
proper level slapped with indefensible increase. 

third trouble area (the first two being the difficulty accurate basic 
valuation, and the problem achieving equitable equalization) the diffi- 
culty securing relief appeal adniinistrative boards courts, even 
where assessment reduction appears warranted. Any grass-roots prop- 
erty tax man who has sat local board review meeting listening ap- 
peals residential taxpayers and small business proprietors with cases often 
meritorious their facts and almost always emotionally touching elected 
board, recognizes the problem poses when, armed with fine legal case, 
polished presentation, but without substitute plan for replacing the taxes 
would relieved of, and without weight the polls, asks that his corpo- 
ration’s assessment cut 15, 25, per cent. 

the appeal carried further, the appellate boards may recognize the 
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merit the corporate case, but they, face profound practical problems 
wreaking havoc with local finances, determining whether sound case 
fact has been made when measured against the difficult test uniformity, and 
facing the danger establishing precedent which conceivably might lead 
flood subsequent appeals. 

What, then, the courts? Perhaps the most telling commentary that they 
not welcome the task becoming local property assessors. Thus, the 
absence actual constructive fraud, they most often leave the appellant 
find relief with the assessor and administrative boards. 

and large, the corporate experience marked, not difference 
basic problem identification, but the size and direction the problem, 
has already been discussed certain important respects. 

However, there are aspects assessment—largely intangible—which large 
corporation faces unusual extent. is, first all, artificial legal entity 
with balloting privilege. Further, represents large concentration tax- 
able values. This combination creates attractive target for one who must, 
exist, maintain the goodwill the residence-owning electorate. Often, too, 
the same result obtained those who assume that theirs classified 
property tax system even though there legal basis for such conclusion; 
they may feel with complete honesty that nonproductive property should 
assessed lesser ratio full value than income-producing assets. either 
instance, the result load the corporation with more than its legal share 


TAX ADMINISTRATION AND PuBLIC UTILITIES 
CARBERT 


Tax Analyst, Pacific Gas and Electric Company 


Every business institution which required pay property taxes has what 
might called simple classical interest the administration property 
taxes. This interest originates the desire maximize revenues and mini- 
mize costs.... 


The question arises whether businesses commonly classified public 
utilities are any way different, this classical approach property tax 
administration, from other types business enterprises. There can ques- 
tion about the fact that investor-owned public utility enterprises are inter- 
ested the basic calculus the profit motive other types companies. 
But also true that the fact public regulation adds flavor that does 
not attach those industries not subject such rigorous price and quality 
controls. first sight, the extent that public utilities are subject the kind 
price controls which permit fair rate return over and above all operating 
costs (including taxes) predetermined rate base, there would seem 
direct motive minimize tax costs or, for that matter, any other kind 
costs. 


Here, would seem, the perfect environment for shifting the tax burdens 
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the consumers the product—in this case, the utility ratepayers—in the form 
ter complete indifference regulated public utility whether its property 
tax payments were high low. Public utilities appear little more than 
tax collectors, cut from the same cloth, though shaped into different dis- 
guise, the tax collector who subsists public 

the regulatory process not pure theory would suggest. There is, 
for example, inevitable time lag between the experience increased tax 
costs and compensation for such costs through rate increase the assump- 
tion that the regulatory guarantee that all costs will necessarily covered 
permitted rate return, even allowing for normal time lag, hides facts 

the main classes regulated enterprises are telephone companies, gas 
and electric companies, and railroads. 

Although competition does exist the telephone industry, clearly 
lower order than that which exists the railroad industry. Railroads not 
only compete among themselves (that is, with other regulated enterprises), 
they compete very direct way with other forms transportation which 
are relatively unregulated. Companies which sell only electricity are direct 
competition, the same geographical area, with companies which sell only 
gas, well with companies which sell alternative sources light and power. 
addition, and most importantly, electric companies are competition with 
similar enterprises which are publicly owned. Since this competition takes the 
form threatened extension publicly-owned facilities, the motif not 
only one customer competition but virtual survival. Here, too, the impact 
taxation given additional meaning, for publicly-owned electric enterprises 
are typically exempt from the payment taxes all kinds. 

The fact that competition between publicly-owned 
power enterprises often takes the form invidious price comparisons, and 
the fact that publicly-owned enterprises come this comparison with un- 
natural tax advantage means, simply, that privately-owned companies are 
reluctant seek relief from discriminatory tax burdens through the rate-making 
process. There is, other words, tendency forego the opportunities tax 
shifting, even though these opportunities are guaranteed the regulatory 
process. And even when tax shifting does occur, generally results worsen- 
ing the competitive position the utility question. either event, fol- 
lows from the nature the competitive model that such enterprises have 
clear motive minimize tax burdens, the classical sense, any other 
competitive business. 

But though the motives may the same, the experiences have been quite 
different. For the most part, public utilities the United States are subject 
centralized, unitary assessment and local taxation. That is, the public 
utility assessed operating unit state assessment agency, the over- 
all assessed value then spread back local taxing jurisdictions, and taxes 
are levied and paid locally. Since tax rates are applied uniformly the cen- 
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trally assessed properties public utilities and the locally assessed proper- 
ties other taxpayers, public utilities have important stake assuring 
that the tax administered that each class taxpayers given equal treat- 
ment the assessment process. 

fact, however, there overwhelming evidence, from many states the 
Union, that the assessment process characterized wide differences the 
treatment utility and non-utility property, with the former bearing ratios 
assessed market value which are often many times higher than those borne 

Aggrieved utility taxpayers must realize that many cases essential 
governmental services would destroyed total solution were attempted 
single year. would, course, possible assure the taxing district 
the same amount revenue would have received before equalization 
permitting offsetting tax rate increase. this case part the effects the 
higher rate would borne the utility taxpayer, but substantial portion 
the burden would nevertheless transferred non-utility taxpayers. Here, 
too, the political effects rapid and substantial transfer would disas- 
trous and would, doubt, present such shock that the equalization program 
itself could not survive. The first lesson, then, that any attempt remove 
large inequities must planned that agencies local government can ad- 
just their appetites their metabolism orderly fashion, and that 
normal accretions assessed value can much possible offset the 

The second lesson taught experience that the chain events 
broken and the whole process decay prevented the future 
essential that permanent and foolproof surveillance machinery built into 

essential that some agency with state-wide authority made re- 
sponsible for collecting and interpreting facts regarding the level assessment 
locally-assessed property each the assessment jurisdictions the 

the fact-finding operation anything more than useless ges- 
ture, provision must made the law for full reporting the results. 
The central assessment agency must behave with the same candor. must re- 
port detail the manner which values its public utility taxpayers, the 
assessment ratio which applies arrive assessed valuation, and the 
method used spread the unit value the several taxing jurisdictions 
the state. 

The appeal machinery should constructed the assumption that 
wide dissemination the facts about assessment levels and assessment prac- 
tices will stimulate individual taxpayer objections. 

Permanent surveillance impossible the machinery does not include 
agency state government with responsibility for ordering changes 
assessment levels its own initiative the letter and spirit the 
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STANDARDS PROPERTY ASSESSMENT—EXPERIENCE RAILROADS 
KENADY 
Land and Tax Commissioner, Great Northern Railway Company 


The railroads, because large property holdings, are substantial prop- 
erty taxpayers and many our states are the largest single property tax- 
payer—which distinction they are eagerly willing forego. There general 
misunderstanding our tax payments compared with other taxpayers, and 
let stated that general the railroads are not only paying more than 
their fair share the bill for local government, but addition are helping 
their competitors who gain from use tax-supported facilities. 

Sometimes, however, the facts become clouded, and our vision should 
improved order that the whole picture can viewed with certainty. The 
assessment problem within the railroad industry vital and serious one, and 
one that demands attention each and every year the same any other expense 
item within our industry. Our present assessment dilemma stems from the 
fact that have been “sidetracked” many states, and our assessments 
have been allowed continue levels reflecting much greater share 
the nation’s transportation dollar than now 

not going suggest this paper that correction the assess- 
ment difficulty which faces the nation’s railroads many our states would 
solve all the railroad ills, inasmuch there are problems than assess- 
ments which fit into this overall picture. 

however, the assessment problem one that can corrected there 
desire and willingness complete the job. There are states 
which have gone long way accomplishing equitable assessment pro- 
gram. 

survey conducted earlier this year the American Association Rail- 
roads indicates that for the year 1957 states there would have been 
tax saving the railroads $141,187,829, the railroads had been assessed 
the same basis other property. This significant when realized that 
total net railway operating income for the nation’s railroads 1957 was 
$922,333,564. Our railroad assisted this survey, and our valorem 
tax states are included. Some sources claim loss the local tax base high 
$187 billion taxable value. can assure you that the figures are the 
conservative side. 

Why have some the states continued this unfair assessment policy with 
the knowledge that the railroads feel the pinch greater degree each 
year progresses? 

The proper answer this question requires study the legislative, judi- 
cial, and executive decisions which have been made within each state. For 
instance, one our very large states local assessments are handled 
township basis. There are many 2,200 assessors involved, and while final 
equalization left state board, easy ascertain why the assessment 
level has remained, the low side for many years. other states county 
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assessors are forced run for election, and, therefore, are subject the whims 
the various voters. Until some these basic fallacies are corrected, state 
boards equalization will continue have difficulty carrying out the equali- 
zation process. Furthermore, recognize that the existence sales taxes, 
income taxes, and property tax levy limitations complicate the situation 
affecting the need for property tax 

long each taxpayer assessed the same percentage full and 
true value his property, basic axiom taxation that each would, 
course, receive equitable tax bill. However, local assessments are made 
below full value and railroad assessments are listed 100 per cent, then, 

The state equalization boards are found the other side the coin 
that laws most states require the equalization all property assessments, 
including railroad assessments. This why the shoe begins pinch that 
the equalization processes have not functioned great many our states, 
and find the railroads the long end the property tax bill. There have 
been numerous legislative interim committees organized review this equali- 
zation question many states, but for the railroads obtain assessment relief 
has been story “wait and see.” 

further add the confusion, the early days last month, re- 
viewed Supreme Court decision from one our larger states which advised 
essence that taxation complicated subject and the absence fraud 
the fact that one taxpayer may assessed higher basis than another tax- 
payer would not objectionable, and the practice would assured legal 
condolence inasmuch complete equalization various classes property 

The very next day after reviewing the foregoing decision, received the 
equalization ratios adopted the state tax commission from another state 
the same geographical area. The second state the process accomplish- 
ing exactly what the Supreme Court the previously mentioned state said 
could not done. achieve equalization the second state utilizes ratio 
studies establish the level assessment local county assessors. From 
the level found each county the state tax commission able determine 
the ratio applied state-assessed property allocated the individual 
counties insure fair distribution the tax burden. This equalization pro- 
gram was commenced 1951, and full equalization will achieved 1961. 
There has been gradual equalization state assessments with the local assess- 
ments that the tax base not seriously disrupted, and there will not 
sharp shift the tax 

why does the following question remain unsettled: Why the railroads 
have suffer for this outmoded assessment system which requires them pay 
grossly unfair share the property taxes many our states? 

The answer this question needs found almost every state. must 
recognized that many states are attempting program correct the situ- 
ation. Sadly enough, however, many are not. Present day facts and enlightened 
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knowledge have pretty well enabled the states and the railroads agree 
full value for the railroads’ property which should considered. Admittedly 
some problems continue with respect the rate capitalization that should 
used the income capitalized, and smaller problem exists with 
respect some items the determination the computed stock and bond 

The main allocation problem that have among the various states that 
formulas are adjusted reflect the so-called operation various carriers 
the separate states, and thus has been long recognized that most railroads 
are assessed excess 100 per cent their system’s full and true value. 

The major railroad assessment problem stems from the fact that once 
our full value determined any given state, that value not apportioned 
the various taxing districts the same level assessment adjoining 


REFORMATION THE PROPERTY Goop 
RONALD WELCH 


Assistant Executive Secretary for Property Taxes, 
California State Board Equalization 


When speak management the context this symposium, are 
speaking mainly those the upper echelons large incorporated businesses 
with properties located several many local assessment districts. The man- 
agers these businesses should have special interest good property tax 


administration, for the properties they manage usually have two characteris- 
tics that invite adverse treatment assessors: (1) they are owned seem- 
ingly, not actually, wealthy corporations; (2) they are owned nonresi- 
dents. the absence well standardized assessment procedures and eva- 
sive dishonest practice the part the corporate managers, these two 
characteristics may result assessed values that represent higher proportions 
full values than the average proportions for all property the respective 
assessment districts which the corporations’ properties are taxable. 

The “conventional wisdom” the property tax field holds that assessments 
are regressive—that is, that high-value properties, rule, are assessed 
lower fraction their worth than low-value properties. From this premise, 
many people have concluded without much regard for logical niceties that 
business properties are underassessed compared, say, with 

Whether not the indictment general regressivity supportable, there 
considerable evidence that commercial property often assessed higher 
ratio market value than other types property. The Census Bureau’s assess- 
ment ratios were higher for commercial and industrial real properties than 
for all real properties out states for which such ratios were com- 
puted. seems probable, moreover, that the differences between assessment 
ratios for business properties and assessment ratios for other properties are 
more pronounced for personalty than for realty. 
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industrial concerns are much more “footloose” than commercial con- 
cerns. Thus industrialists are comparatively favorable bargaining position 
—not only when choosing location, but even after the die has been cast. 
They need not actually threaten leave the jurisdiction ex- 
pand elsewhere enjoy sympathetic treatment his hands, for assessors are 
frequently reminded chambers commerce and other civic groups the 
desirability maintaining pleasant industrial climate. suspect that the 
Census Bureau would have found that commercial real properties were assessed 
considerably higher percentages sales prices than industrial properties 
had the volume sales permitted segregation the two classes. least the 
California data support such generalization. 

Relative overassessment business real property, suspect, occasioned 
mainly the fact that revalued assessors more frequently than other 
real property. Few assessors have the resources with which reappraise all 
real property every year. Lacking such resources, the typical assessor appar- 
ently endeavors reappraise the “hot spots” and leaves assessed values 
the more quiescent parts his district unchanged. Persistent but unobtrusive 
changes farming and residential values are frequently overlooked much 
longer than they should be. 

Overassessment business personal property more easily explained but 
less easily excused. Many assessors the early postwar period were incredu- 
lous that market prices real estate were good evidence true value; they 
fully expected the bottom drop out the market. Although they followed 
the market personal property, they left real property assessments unchanged 
changed them too little and too late. Once assessment inequalities sub- 
stantial magnitude had developed, they tended “locked in” the popu- 
lar misconception that shift tax burdens inequitable per se. 

second cause overassessment business properties—and this may apply 
real well personal properties—may the spread egalitarian 
phies the past three decades. One frequently hears said, for example, that 
the owners business properties have greater ability pay property taxes 
than homeowners, and presumably those who subscribe this position favor 
progressive differential property tax, not merely proportional one. The 
fact that property tax law the United States sanctions truly progres- 
sive property tax and that most them not sanction differential assess- 
ment levels does not automatically insure proportionality and uniformity 
assessment levels. 

third least third rationalization—for what would consider 
overassessment business personal property belief that business 
inventories should valued something more than cost market, which- 
ever lower. argued that real property valued what the owner can 
sell for, without allowance for selling costs, and that the use cost 
market for inventory valuation unduly favors inventories. 

Finally, there common and not altogether unfounded belief that many 
the property declarations business concerns understate the amount 


: 1 
: 
} 
wan 
\ 
‘ 
wee 
ME 


VIEWPOINTS ASSESSMENT STANDARDS 


personal property owned, that application percentage the declared 
value such property that exceeds the assessment ratio for real property will 
not result overassessment, the average, business concerns. course, 
any such practice will result overassessment the honest and conscientious 
owner business personalty and may very likely result overassessment 
the average owner such property because exaggeration the assessor 


The cures which suggest for the apparent overassessment commercial 
properties are follows: 

Provide assessors with enough resources reappraise all real property their 
respective jurisdictions least once four years. 

Institute test cases establish the legal standards taxable value for in- 
ventories jurisdictions where higher ratio applied the cost market 
value inventories than applied real property. 

Revise property declaration forms deleting columns which owners 
business personalty are expected insert “fair values” the like and substituting 
columns which insert dates acquisition, original cost, book depreciation, 
and other matters fact which are subject audit. 


Prohibit the filing business property declarations persons other than 
proprietors, partners, corporate officers, their accredited agents. 

Enact laws permitting the auditing personal property declarations and the 
assertion additional assessments over period of, say, three years following the 
assessment date and provide for the imposition interest and appropriate penalties 
such assessments. 


Provide the assessor with sufficient auditors verify substantial fraction 
all declarations before the statute limitations tolled. 


Give the state tax department the duty formulating rules and standards for 
the valuation locally assessable property. 


Require that the state tax department conduct annual studies local assess- 
ment levels. 


These cures, you will note, are based the assumption that business has 
more gain than lose from rehabilitation the property tax. Probably 
most businessmen feel that they are faring very well indeed with the dishonor 
system and the inadequate enforcement tools that still characterize property 
tax assessment most parts the United States. suggest, however, that many 
these self-satisfied property have been deluded—that their properties 
are assessed higher-than-average fractions full value. 


THE VIEWPOINT LOCAL ASSESSOR 
THOMAS BYRNE 


Tax Commissioner, City Milwaukee, Wisconsin 


When the assessor says his morning prayers asks among other things for 
liberty, some fraternity, and great deal equality. wants liberty per- 
form his function freely without interference from improper political consider- 
ations and without pressure from taxpayer groups with special causes. 
wants fraternity such exhibited the interchange ideas this meet- 
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ing and genuinely wants achieve and retain equality between properties 

taxes are too high, opinion, for profitable oper- 
ation given community, and while the broader efforts reduce the load 
are being made the legislatures, management like everyone else must at- 
tempt tax reduction talking the assessor about its share the total 

What, then, does management’s man expect when walks through our 
front door? They sum all saying that they want able 
tell their management superiors with certainty that our city they are being 
equally and equitably handled and assessed with all others. 

want them sure, are, that they have been handled and 
assessed all others, that they have had less proper consideration than 
any one else. our business, course, see that they receive 

each one his own way seeking equal and uniform assessment treat- 
ment. .This mutual seeking opens some areas discussion which 
certain basic differences point view ought 

Ordinarily the private tax people this audience will concerned mainly 
with the larger physical properties real and personal. commonly said that 
these properties tend overassessed relation residential properties. 
not say this not so. Neither say should so. say only that 
there sometimes some places tendency say only the basis 
market sampling ratio study. these circumstances tend distrust 

Let examine this closely, taking industrial property the subject. Leav- 
ing content aside for the moment, and talking only about real estate and im- 
provements, would make these comments. You should able ascertain 
the unit assessed value from the land value maps for yours and adjoining 
comparable properties. Structure should have been done, standard, from 
the assessor’s manual, nonstandard, using suitable units in-place prices. 
these units are retrospective, they should bear index relationship today’s 
prices. With all this should possible make pretty good determina- 
tion whether your assessment has been made according the method 
commonly used his jurisdiction. 

think important know this primarily because the existence 
manualized methodical approach prima facie evidence that the office 
operating properly. The knowledge that the method together with systematic 
allowances for depreciation and obsolescence have been applied your case 
pretty firm assurance that your assessment has been made equitably. Ordinar- 
ily, you could stop there but any event would think you should not argue 
from ratios until you have satisfied yourself method. 

Let suppose you have some sales. You will thrust them the assessor 
although he, too, will know about them. you are using these sales infer 
higher approach commercial than residential property, let say, then 
certainly order assure yourself that his residential manual has the 
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same fixed points the one applied your case. so, this still another 
assurance equality treatment. 

you still want talk about sales terms that the market evidence under- 
cuts the answers achieved the method, you ought not sur- 
prised sticks with method. After all, methodical uniformity defensible 
where the replacement method appraisal the most usable tool. Spot ad- 
justments individual sales damage the uniformity answer. 

There still another area which the discussions between our groups re- 
volve around some basic considerations might look for moment. This 
problem acute the central business districts many cities, but really 
involves all properties which can appraised the basis the value 
the income. Management, particularly those engaged building management, 
are increasingly urgent their demands for “realistic” assessment policy 
downtown properties. Their definition realism reasonableness based 
exclusively the appraisal capitalization with the resulting value being 
the limit for assessment purposes. This founded, course, the belief that 
the investor will not pay more for facility this type than can justify 
the basis earnings. Thus simply stated this true. its broader aspects 
wish express some misgivings. 

Valuation income, the first place, tends produce not much 
market value warranted price. Second, this process just one several 
available the assessor. Third, some states judicial decision may not 
used the exclusive assessment method. Fourth, does not take into 
account that properties do, fact, sell are purchased for reasons other 
than return. None these things prevents the use the process one 
the means appraisal. cannot, however, used the exclusive process 
and meet the demands most valuation statutes, they are now written, 
even the salvation the downtown areas depended entirely its use. 
this score would not seem that legislative relief should sought where 
quite evidently impossible improper for the assessor serve the purpose? 

satisfied that every insistence that the quality mass appraisal 
tested the same exhaustive approaches used the private appraiser, 
always the case when assessment goes administrative judicial review, 
tends increase the complexity and cost the assessment process beyond the 
point which appropriating bodies will accept. Since valuation essentially 
opinion shall have settle for sort manualized opinion unless are 
willing pay the extreme cost individual appraisals for tax purposes. 
making these comments hope shall not sound you have just 
walked into this room from the last 

all sides the assessor beseeched enable procure this, that, the 
other, social economic result. should tax the slums out existence 
assessing income, but the use the same process should cut down- 
town values. should encourage home-ownership and the same time assess 
business sure can make profit. All these things can ac- 
complished “reasonable” assessment policy. Let frank, the assessor 


J 

4 

| 

: 


TAX POLICY 


cannot agent catalyst for social and economic reform. tech- 
nician field where the lines are rather imprecise, and where the answers 
procured sound and reasoned approaches are the most which can ex- 


REALIZABLE GOALS REAL PROPERTY ASSESSMENT 
Birp 


Municipal Finance Consultant 


there probably considerable difference between the desirable goals 
and the realizable goals real property assessment; but the realizable goals 
may satisfactory compared with what have now that would 
accept them with considerable 

The first two desirable goals equality assessment within each local 
assessing area. Such intra-area equality uniformity exists only when the 
assessed valuations all parcels property area bear the same rela- 
tionship given standard value. This means, course, that not only all 
the same use class must assessed uniformly, but that this uni- 
formity must extend the assessment different use classes property. 
Inequality exists not only when there discrimination within single class 
property, but when there discrimination among classes property, with 
industrial property, for example, assessed higher lower ratio full 
value than residential property. This requirement equality has equal force 
when there divided responsibility for assessment—part done local 
assessor and part the state. Clearly there equality when the 
state agency assesses property one percentage the legal standard and the 
local assessors other percentages the legal 

The other, and closely related, goal interarea uniformity assessment, 
its equivalent careful central equalization. Assessment within each local 
assessing area state can have high degree uniformity and still leave 
the taxpayers inequitably treated, and state-local fiscal policies badly dis- 
torted, unless all the local areas use approximately the same level as- 
sessment, the state uses some effective method smoothing out the dif- 
ferences. fact, the engaging opportunities for inequitable advantage this 
situation have led, everyone knows, what called competitive under- 
assessment. One quite obvious reason why interarea uniformity needed 
the large number collateral uses local assessed valuations. They may 
used, for example, base for the levy taxes overlapping govern- 
ments, for determining the power tax and incur debt when there are legal 
tax rate and borrowing limits, for measuring the value veterans’, home- 
stead, and other partial tax exemptions that are stated dollar amounts 
assessed valuation, and formulas for apportioning state assistance local 
governments. 

What degree variation from strict assessment uniformity marks the 
boundary good assessing? This must determined largely what the 
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most successful local assessment administrations have been able accom- 
plish, and thanks the Governments Division the Bureau the Census 
have some exceedingly valuable comparative information this point. 
also have the carefully considered opinion assessment specialists 
what constitutes the minimum standard, and data compiled the Govern- 
ments Division show that some local assessment administrations produce re- 
sults, least for one large class property, that exceed this minimum. 
seems fair say that this actual accomplishment marks realizable goal for 
assessing generally the United States. 

One the things that the 1957 Census Governments undertook do, 
carrying out its responsibility for reporting property tax valuations, was 
estimate the full value locally assessed real property the United 
States. accomplish this, and provide other nation-wide data assessed 
values and assessment administration, the Census conducted scientific 
sampling basis assessment-sales ratio study—a measurement the rela- 
tion between assessed value and sales price—of taxable real property sold 
each state during six-month period 1956. Such survey, even when 
planned and conducted with the great care taken the Census Bureau, has 
obvious limitations, more for some classes property than others. But 
the instance nonfarm houses, which accounted for nearly one-half the 
entire valuation locally assessed real property, the large number meas- 
urable sales and the relatively homogeneous character such property made 
possible develop data pertaining the quality assessment adminis- 
tration each 1,263 selected local areas. These areas comprised 
only minor portion all assessment areas the United States, and only 
minor percentage the small and rural areas, but they did include per 
cent the nation’s population 1950. 

Because this study the degree intra-area uniformity assessment 
was limited class property—nonfarm houses—that seemingly lends itself 
well uniformity assessment, probably was less exacting test as- 
sessing competence than one that would have included all classes property; 
but goes long way helping identify realizable goals. 

evaluate its findings, the Census Bureau needed satisfactory means 
measuring comparative deviation from uniformity that would make ac- 
curate allowance for the widely varying levels other words, 
good index assessment inequality. For this purpose used coefficient 
dispersion, coefficient deviation, measurement standard favored 
assessing experts. The coefficient dispersion for given area the per- 
centage which the average the deviations the assessment ratios in- 
dividual sold properties from their median ratio bears their median ratio. 

The lower the coefficient dispersion, the more uniform are the assess- 
goal and reasonably attainable goal, but there also some opinion that 
lower index necessary indicate really high class assessment. 

Conclusions that appear justified from the Census Bureau’s study are, first, 
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that index assessment inequality lower, least for the major 
class property surveyed, should attainable nation-wide basis; and, 
second, that wide sections the nation assessing has long way 
reach this 

sometimes said that the level assessment unimportant, that 
share the tax levy will the same irrespective whether prop- 
erty assessed per cent 100 per cent full value. This assumption 
would reassuring, true, because the sales ratio study the Census 
found that the nation-wide average level local real property assessment was 
about per cent sales value and that the averages for the several states 
ranged downward from per cent per cent. 

This special study disclosed, however, that the level assessment de- 
clines the inequality assessment tends increase. All the selected areas 
were placed four groups according their median assessment ratios. For the 
group which the median assessment was per cent more sales value 
the coefficient dispersion for the median area was 22. With the median 
assessment level between and per cent, the coefficient dispersion rose 
25; between and per cent rose 32, and with the median assess- 
ment level under per cent soared 37. 

related study revealed very measurable degree regression the 
assessment nonfarm houses—lower assessment ratios for the higher priced 
houses. found, also, that this regressive tendency increases the level 
assessment declines. seems quite probable, therefore, that deep underassess- 
ment one the deterrents equality assessment, and that the present 
movement make underassessment respectable law not helping 
promote 

The principles sound assessment administration compiled generation 
ago are mostly recognized sound today. They are old, familiar story 
that does not need retelling now. Where they have been used competently 
and consistently they have worked rather well; the difficulty that many 
areas they have never been tried. Since the means for obtaining good 
standard assessment administration are well known professionally, how 
soon they are adopted substandard areas depends largely the wishes 
the state legislatures and the people. 
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